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Abstract. This study aims to analyze the effect of Special Allocation Funds, Capital 
Expenditures and Investment on Economic growth in the Sulawesi region. The data used are 
secondary data obtained from Simreg Bappenas and the Central Statistics Agency during 
2007-2016. The unit of analysis is 6 provinces in the Sulawesi region. This study uses a panel 
data regression model with the Random Effect Model (REM) method. The results of this study 
indicate that, (i) the Special Allocation Fund has a negative and significant effect on economic 
growth in the Sulawesi region. (ii) Capital expenditure shows a positive and significant 
influence on economic growth in the Sulawesi region. (iii) Investment shows a positive and 
significant influence on economic growth in the Sulawesi region. 
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The role of the government as a 
distributor of development is very strategic 
in supporting the improvement of 
community welfare and economic growth 
in the region. Economic growth is an 
important component for the central 
government and local government. 
Economic growth encourages local 
governments to carry out economic 
development by managing existing 
resources and forming a partnership pattern 
with communities to create new jobs that 
will influence the development of activities 
in the area. Economic growth is defined as 
a process that causes per capita income of a 
country's population to increase in the long 
run. The economic growth of a region is 
generally shown by the GDP rate. The rate 
of growth of several sectors in each district 
/ city varies greatly depending on the 
characteristics of the sectors in the city. 
High and sustainable economic growth is 
needed to be able to achieve an increase in 
community welfare, in addition it also 
requires relatively large capital to be used 
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to strengthen infrastructure, both physically 
and socially. 
Economic growth in Indonesia is 
not independent of changes in the world 
economic situation. One of the major events 
in the past decade was the global financial 
crisis in 2008. The 2008 financial crisis first 
appeared in the United States and Britain 
triggered by speculation of property and 
inaccurate credit ratings that caused the 
collapse of several international financial 
institutions, crisis conditions this spread to 
other countries including Indonesia. The 
consequences of the financial crisis are 
always painstaking with macroeconomic 
indicators, especially economic growth. 
This was strengthened by the experience of 
the global crisis in 1997-1998 which caused 
negative economic growth in countries 
experiencing crisis. To prevent the wider 
impact of the 2008 crisis, the Indonesian 
government relaxed fiscal policy with a 
fiscal stimulus package. 
Sulawesi is the largest and most 
important island in the Wallace region, a 
unique region in the world. Sulawesi Island 
consists of 6 provinces which have different 
backgrounds between regions. This 
difference is in the form of natural, social, 
economic, and natural resources 
characteristics whose distribution differs in 
each region. These differences become 
obstacles in the even distribution of 
economic development in several regions 
that have abundant natural resources. 
Sulawesi is one of the islands whose 
economic growth rate has always increased.
 
 
Figure 1. Regional Economic Growth in Sulawesi in 2007-2016 (Per Percent) 
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(Source: Central Bureau of Statistics and Simreg Bappenas) 
In figure 1, economic growth seen 
from GRDP on the basis of 2010 constant 
prices in 2007-2016 shows conditions that 
tend to rise and fall. The data above shows 
that in 2016 the highest economic growth 
was achieved by Central Sulawesi Province 
with a growth of 9.98%. Affected by the 
increase in mining production, both metal 
(mikel) and gas are also followed in the 
processing industry. While the lowest 
growth rate is West Sulawesi Province with 
only reaching 5.97%. The slowing down of 
economic growth in West Sulawesi was 
caused by several business sectors which 
experienced a sharp decline. 
Special Allocation Funds (SAF) or 
Dana Alokasi Khusus (DAK) are part of 
local government financial resources. DAK 
plays an important role in data, the 
dynamics of the construction of basic 
service facilities and infrastructure in the 
regions because in accordance with the 
principle of decentralization - responsibility 
for providing basic community services has 
been transferred to local governments. On 
the other hand the regional financial 
capacity is very limited and the quality of 
regional spending is still very low. 
Therefore, DAK is very important in its 
function to achieve economic growth. 
Shifting the composition of 
spending is a logical effort by the local 
government in order to increase the level of 
public trust. This shift is aimed at 
increasing capital investment in the form of 
fixed assets, namely equipment, buildings, 
infrastructure, and other fixed prices. The 
higher level of investment capital is 
expected to be able to improve the quality 
of public services, because the fixed assets 
owned as a result of capital expenditure are 
the main prerequisite in providing public 
services by the local government. The 
regional government allocates funds in the 
form of a capital expenditure budget in the 
APBD to add fixed assets. Capital 
expenditure is regional government 
expenditure which has an important 
influence on the economic growth of a 
region. Increasing capital expenditure, will 
directly touch the increase in development. 
Allocation of Capital Expenditures is based 
on regional needs for facilities and 
infrastructure, both for the smooth 
implementation of government duties and 
for public facilities. Infrastructure 
expenditure is included in the government's 
capital expenditure section, namely budget 
expenditure for the acquisition of fixed 
assets and other assets that provide benefits 
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for more than one accounting period. The 
provision of a capital expenditure stimulus 
package in the form of infrastructure 
improvements is expected to provide fiscal 
multipliers to anticipate the broader impact 
of the 2008 economic crisis. 
Some economists view that the 
formation of investment is an important 
factor that is responsible for the economic 
growth of a country. When an entrepreneur 
or individual or government invests, there 
is a certain amount of capital invested or 
issued, or there are a number of purchases 
of goods that are not consumed, but are 
used for production, so as to produce goods 
and services in the future. Decentralization 
of development as a result of regional 
autonomy policies has consequences for the 
disparity in the implementation and results 
of development in each province. Each 
province will have its own strategy in 
building its area in accordance with its 
capabilities and potential. An area will 
develop dynamically if the investment 
spent is far greater than the depreciation 
value of its production factors, it will tend 
to experience a stagnant economy. 
Stagnation is an economic condition with a 
slow and even zero growth rate. 
development in each province will be 
different, especially policies in the field of 
economic development (investment and 
economic growth), but the ultimate goal is 
the same, namely improving people's 
welfare. 
 
METHODS 
The data used in this study is 
secondary data obtained from the Central 
Statistics Agency and the Registration 
Management Information System (Simreg 
Bappenas) during the period 2007-2016. 
This study uses quantitative methods. 
 
RESULTS 
Regression Analysis Results 
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Table 1. Result 
 
Source: Data Processing Results (Eviews 9), 2018
From the results of the estimation of 
economic growth models, it can be seen 
that special allocation funds negatively 
affect economic growth, each increase in 
the Special Allocation Fund by 1% will 
reduce economic growth by 0.162 percent. 
Meanwhile other variables namely Capital 
Expenditures have a positive influence on 
economic growth, each increase in capital 
expenditure by 1% will increase economic 
growth by 0.208 percent. Investment 
Variables have a positive influence on 
economic growth, each increase in 
investment by 10% will increase economic 
growth by 0.071 percent. Meanwhile, 
without being influenced by any variable, 
economic growth is worth 17.26 percent 
during 2007-2016 in 6 Sulawesi Region 
Provinces. 
 
DISCUSSION 
In general, the estimation results of 
the Special Allocation Fund model, capital 
expenditure, and investment in economic 
growth are quite good results. Based on the 
goodness off fit criteria where the adjusted 
R-square value of 0.601% variation in 
changes in the value of economic growth 
can be explained by the variables of Special 
Allocation Funds, Capital Expenditures, 
and Investment. Similarly, the F test shows 
that the independent variables have a 
significant effect on economic growth in 
the provinces of North Sulawesi, Central 
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Sulawesi, South Sulawesi, Southeast 
Sulawesi, Gorontalo and West Sulawesi 
from 2007-2016. 
The initial findings in this study 
were that special allocation funds showed 
quite interesting signs, namely negative. 
Given the results of relevant study studies 
that show consistency with the findings in 
this study. Most studies on the effect of 
special allocation funds on economic 
growth have a negative effect. This is in 
accordance with research by Andri 
Widianto, Erni Unggul Sedya Utami, 
Asrofi Langgeng (2016) that the Special 
Allocation Fund has a negative effect. 
According to Ni Wayan and I Dewa Gede 
(2017) the Special Allocation Fund has a 
negative effect on economic growth. This is 
due to the fact that DAK is mostly allocated 
for education and health infrastructure 
which may not be the priority of the 
relevant regional government in the current 
year. DAK is not directly related to factors 
that directly encourage economic growth 
such as roads and bridges. The findings of 
this study are consistent with the research 
conducted by previous researchers as 
carried out by Andri Widianto, Erni Unggul 
Sedya Utami, Asrofi Langgeng 
Nurmansyah (2016) which shows the 
results of the special allocation fund 
negatively affecting economic growth. This 
is because special allocation funds provided 
by the central government are less 
optimized to share activities in sectors 
related to economic growth, such as the 
industrial and trade sectors, service sectors, 
and other sectors so that they are unable to 
increase economic productivity and 
ultimately cannot affect regional economic 
growth. 
These results are not in accordance 
with the research hypothesis, where the 
Special Allocation Fund has a positive and 
significant effect on economic growth in 
the Sulawesi region not in accordance with 
the results of the study, this means the 
research hypothesis is rejected based on the 
regression results. Capital expenditure 
shows a positive and significant sign of 
economic growth. This is in accordance 
with previous research by Eunike Elisabeth 
Bawuno, Josep Bintang Kalangi and Jacline 
I. Sumual (2015) which shows that capital 
expenditure has a positive effect and is 
statistically significant for economic 
growth. Based on the regression results 
show that Capital Expenditures (BM) 
during the observation period is a positive 
and significant effect on economic growth 
in the Sulawesi region. Capital expenditure 
is an important matter for a region 
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especially in carrying out its economic 
development in order to reduce public 
consumption of foreign products which can 
reduce the level of savings created in the 
future. But this research is not in line with 
the research conducted by Ni Wayan and I 
Dewa Gede (2017), namely capital 
expenditure has a negative effect on 
economic growth. The results of this study 
are in accordance with the existing 
hypothesis, which states that capital 
expenditure has a positive and significant 
effect on economic growth. The investment 
variable in this study shows a positive and 
significant sign. This is in accordance with 
the theory of Harrod-Domar in Arsyad 
(2010: 80-85) who developed Keynes's 
theory by giving a key role to investment in 
the process of economic growth, especially 
regarding the dual nature of investment. 
First, investment creates income (an impact 
of investment demand), and second, 
investment increases the production 
capacity of the economy by increasing the 
stock of capital (an impact of investment 
offers). The results of this study are also in 
accordance with the research conducted by 
Mutia Sari (2016) which shows that 
investment has a positive and significant 
effect on economic growth. The results of 
this study are in accordance with the 
existing hypothesis, which states that 
investment has a positive and significant 
effect on economic growth. 
 
CONCLUSION 
1. Special Allocation Funds have a 
negative and significant effect on 
economic growth in provinces in the 
Sulawesi region. Thus, any increase in 
the Special Allocation Fund will reduce 
economic growth. The higher the 
amount of special allocation funds, it 
will be expected to improve economic 
growth in each province in the Sulawesi 
region. 
2. Capital expenditure has a positive and 
significant effect on economic growth 
in the Sulawesi region. Every increase 
in capital expenditure will increase 
economic growth. Productive spending 
and direct contact with the public 
interest will stimulate the economy to 
create new jobs so that it will absorb 
economic growth. 
3. Investment has a positive and significant 
effect on economic growth. It will increase 
economic growth. Any increase in 
investment will increase rapid growth, 
because every economy must save and 
invest as much as possible part of its GNP. 
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